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President Alberto Fujimori's government has scheduled two new privatizations of state firms for
the second half of April, reflecting the government's determination to resume the sale of state
companies as soon as the general elections conclude. In February, the Fujimori administration
announced that it would temporarily suspend the privatization of all medium and large-sized
firms until after the April 9 general elections because the tense political climate in the country
was stunting the interest of investors to bid on government companies (see NotiSur, 03/09/95).
Apparently, the border war with Ecuador also contributed to the government's decision, since
the conflict aggravated fear among foreign investors about committing their capital in Peru.
Notwithstanding the program suspension, the government did carry out one last auction on
March 10, in which 14 small hotels run by the state tourism institute Empresa Nacional de Turismo
(Entuperu) were sold to private investors.
The government had originally planned to sell off a total of 37 hotels in a single round of bidding
on Jan. 24, but at that auction, participating bidders only made offers for 19 hotels, forcing the
government to plan a second auction to sell off the remaining 18 hotels. In the latest round of
bidding, the government received a total of US$17.5 million for 14 of the 18 hotels. Apparently, the
base prices set on the remaining four enterprises were considered too high by potential investors.
The government will likely lower the base prices on the remaining firms and sell them off in a final
auction later this year. The new owners of the 14 hotels promise to invest a total of US$4.2 million to
upgrade the firms over the next three years. The winning bidders paid above the original base price
set by the government for 12 of the 14 hotels. The highest prices were received for the government's
three luxury hotels: the ICA Inn, which earned US$3.5 million; the Chimbote Hotel (US$3.3 million);
and the Huaraz/Monterrey Hotel complex (US$3.3 million). All other privatizations originally
scheduled for March have now been postponed because of the government decision to temporarily
suspend the program.
If a second-round runoff election becomes necessary, the government would not plan any new sales
until after the second vote takes place in May. Nevertheless, assuming President Fujimori wins
re- election in the first round as most polls indicate, the government plans to restart the program
immediately. In fact, anticipating a Fujimori victory, the Special Privatization Committee (Comite
Especial de Privatizacion, CEPRI) has already set the dates for the next two auctions, the first of
which is scheduled for about one week after the elections. On April 18, the government will sell 60%
of its shares in Banco Continental, Peru's third-largest bank. The base price is set at US$126 million,
of which US$60 million can be paid off with foreign debt paper.
On April 25, the government plans to auction off 60% of its shares in the Cahua hydroelectric plant,
which marks the first step in the planned privatization of the state electric company Electroperu.
CEPRI set the base price for the plant at US$35.2 million. The winning bidder could opt to pay only
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20% up front and spread payment on the remaining 80% over eight years, with a six-month grace
period. Of the 40% of shares that are not sold in the auction, 10% will be set aside for the workers
to purchase and 30% will be offered via a citizen-participation scheme. Meanwhile, the border
conflict with Ecuador has had a direct impact on the future of the privatization program, since the
government now appears determined to exclude Ecuadoran and Chilean investors from bidding
on all "strategic" industries that are placed on the auction bloc. Such firms would include the huge
oil enterprise Petroperu, all electric utilities, and the country's seaports. In late February, President
Fujimori announced that no bidders from "risky" countries would be allowed to acquire assets
considered vital to national security.
And, at the beginning of March, Minister of Energy and Mines Daniel Hokama who is in charge of
the privatization program said that "extreme care" would be taken to prevent capital with interests
contrary to Peru's from participating in strategic privatizations. Apparently, the war with Ecuador
riled nationalist sentiment among Peruvians against their neighbors to the south, as well as the
north. Chile is suspected of having sold arms to Ecuador, which were then allegedly used by that
country during the conflict (see NotiSur - Latin American Political Affairs, 02/10/95 and 03/10/95).
In any case, Peru has outstanding territorial disputes with Chile that date back to last century, and
nationalist sentiment against that country is often as strong it is against Ecuador. Chilean investors
have aggressively sought participation in the Peruvian privatization program since it began in
1991. Registered Chilean investment in Peru jumped from less than US$1 million in 1990 to US$163
million at present. [Sources: Agence France-Presse, 03/09/95, 03/13/95; Peru Economic Indicators, US
Embassy (Lima), 03/10/95, 03/14/95; Notimex, 03/16/95]
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